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Grant; Peter

From: Kiel, Joyce

Sent:  Friday, September 10, 2004 10:15 AM
To: Grant, Peter

Cc: Rep.Towns; Langan, Casey

Subject: LRB 03-4642/1

Peter:

Following our discussion, | got information from DPI about employee benefits fund 73 requirements and how
"post-employment benefits" are defined for that purpose, and | also talked to Rep. Towns about whether it is
necessary to have separate provisions for the MPS pension funds and for the "post-employment benefits”
referred to in the draft. (The treatment of both is the same.) The draft LRB-4642/1 has the former in s.
66.0603 (1m) (b) 2. and (3) (a) and the latter in s. 66.0603 (1m) (b) 3. and (8) (b). The basic question is
whether the MPS pension funds are a subset of "post-employment benefits." If they are, it doesn't make
sense to have a separate provision. If they are not, it does make sense to refer to them separately.

The draft does not define "post-employment benefits." According to DPI staff, they interpret the MPS pension
funds as not being a subset of "post-employment benefits" for purposes of Fund 73. Attached is the
information provided by DPI from the July 2004 Journal of Accountancy as to what is included as post-
employment benefits for this purpose.

In order to avoid ambiguity, Rep. Towns thinks a definition of "post-employment benefits" for purposes of the
new provisions might be useful and that it should be based on the provisions in item 6 of the Journal of
Accountancy.

As in the /1 draft, it should be clear with respect to both that the provisions do not apply to funds held in the
public employee trust fund.

When you have the /2 draft prepared, would you please send me a copy too.

Thanks,

Joyce L. Kiel, Senior Staff Attorney
Wisconsin Legislative Council Staff
Suite 401, One East Main Street
Madison, Wi 53703

608-266-3137

608-266-3830 (fax)

Joyce Kiel@legis.state.wi.us

From: Barman, Mike

Sent: Thursday, August 19, 2004 10:03 AM

To: Kiel, Joyce

Subject: Draft review: LRB 03-4642/1 Topic: School district investment options
Draft Requester: Debra Towns

Following is the PDF version of draft LRB 03-4642/1.

09/10/2004
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TO: 92663830

B. This Statemenr ako apphias to financial ro-
porting for fimnds that axe used to sccupuslate
assers and 1o pay benefits in 2 multpla-employer
OFEB plan that does nor meet the criterin stat-
ed in the precsding pavagraph. Parapraph 41
discusses Teporting requircmenty for such plans,
This Stternent does not apply ro assers thar an
employer carmarks for OPEB pueposes within
i governmental or proprictary funds by desig.
astion offind halance(e) or net assets or wo as-
sets that an employer transfors to and scevimmy-
lates in g separate governmental of proprictary

. The plan’s financial statemens are fncluded
in 2 neparate financial report issued by the plan
orby the PERS or other antiry thacadministans
the plan (stand-slones plat Bnancisl report)

B. The plan is included as a trust or agency:
fund or a‘fiduciary component unlt i ghe saten
ment of fiducinry net assem and statemens of
changes in Siduciary net asser of the plan span-
sar or employer. ’ ’

8, OPER azixcs from an exchange of salaries
and benefirs for employee services, and it iz part
of the compensation that employers offer for
services racaived. In contrass, rermination offirs

ose,

6. OPER plans are frams thac pravide: ,
a anm‘{loymenf healtheare binefl, sither sepa-
ratcly or through o defined béngfit pension plan:
‘Fomemployment healthcars beoefits include
medical, dental, visipn, bearing, and other
-health-relazed benofits. For financial reporting
putpases, postemployment healthears benefits
provided thraugh a definad benefis ponsion
plan, and the asets accumulared by the plan for
the payment of postemployment healthear:
benefirs, are convidered, in substance, & pottems
ployment healthears plan administered by, bue
not part of, the petision plan,

b. Other forms of postemployment bengfits, when

provided separstely from a defined henifit pension

* plan. Examples include life insarance, dimbility,

long-torm eare, and other benefits if provided 4.
campensation for employes services rendered,
Such formys of benefim are considernd pensions
when provided throuph a defined beneBt pen-

and benefits are induccments offered by em-
ployrrs to emplayens ro hastean the wrmination of
services, o pyments made in conseguence of

| the carly termination of sorvices. Because they

“are diferoat in natore from OFEB, wrmination

.offers and bencfirs—including spacial tarmi~ |
sation benafits ax defined in National Conncl] .

on Governmeoral Accounting (NCGA} Incer
petadon 8, Certeln Porsion Matters, early~rasizen
meot ingentive progtams, and ather terming-
tan~relarcd beocfits—are ganerally excluded
fiom the scope of this Stxtement, tegardlos of
who provides or ndmiuismr.; them. However,
the effecty, if any, of an ayec’s acceptance
of a special mrrgnndan :?f?r on OPE’gczbﬁga—
tions incurred through an existing defined beoefit
plan (for exarnple, an increas in the empleyers
obligazion ta provide posteraployment hedth-
cata benefitg) should be acenunted for in’ accor-
dance with the requirements of this Statement

sion plan,
7. Tge teguirstaents of this Starement address

fimandlal reporting by defined benafit OPEB
plads and defined conrribution plane, De-
fined benefit OPEB plans are plans having
terms that spocify the bengfies 10 be provided at

or after separation from employment. The ben-.

cfits may be spteified in dollars {for cxample, 4
flat dollar payment or wa smount based on one
of more fiecors such as age, yean of service, and

compervation), or ar a type or leved of coverage

{for example, prescriprion drugs ar a pes
of healthcare imstrance premiumg). In contas,

2 defined contribution plan is & plan having

tevmps that (3) pravide an individanl scoount for
sach plan mewber and (b) goeciy how wntriby-
sont 1 on active plan ssomher’s acrount ave o 'be de-
sermined, tather than the ibcome or other bene-
fits the member or his or her bencficiaries are
to seceive at or after ssparation from employ-
ment. In g defined contribution plan, thoss
benefits will dopend snly on the amouns con-
wibuted 1o the member’ account, carningy on
investments of those conmriburiams, and forf-
tures of cantibutions made for other members
that may be allocated to the membar's acenunt,
An OPEB plan moy have both defined benefic
and d:ﬁnc; contwibution characreristics, If the
plan provides a defined bensfit in some formm—
that is, if the benofit to be provided is a fance
tlon of facrors other than the amount con-
mribuced and amounts carned on concributed
assers—the provisions of this Statement for de-
fined henofin plansapply. .

8. The provisions of this Statement apply
whether the plan it 2 single-empilover, agant
multiple-cinployer, or cost-sharing mnle.
Plescmplayer plan and regardles of haw ar
when OPEB provided by the plan ix financed,
The requirements apply whether:

and the related Seaternent.
10, Conversion of 2 inatirg employee’ i~
tzed sick Jeave cradits oo an individudl acount to
be used far payment of poseemployment beme-
fis an thar person's behalfis # temination pay-
#ient, ap the reem s wied in Stacement No. 18,
Accounting for Componsated Abserces, The porsion
of sick leave expecred 1o be compensated in
thar manner should be aceounted for as 2 com-
pengaced absence in accordance with the -
quiremenss of that Seatement. However, when 2
terminating employee’ unnsed sick losve: creiie
are converted 1o provids ot enbance o defined
benefit OPEB (for exsmple, posremployment
healthcars benefits), the resulting bensfit or in-
- erense: 1 benefic shonld be acoonnted for in ae-
cordance with the requirements of this Stazae
fnent and the related Smeement.
1. This Statemnont supersedes fontnote 3 of
GASB Sciement 25; GASB Sttement No. 26,
Firtansial Reporting for Postemplayment Flealibeare
Plans Administered by Defined Benefit Pention
Plans; and footote 318 of GASE Statement
Nao. 27, Accountiny, for Pencions by State and Local
Governsmental Brsployers. In addivion, it amends
the authoricative guidance in patagraph 5 of
NCGA Inrorpreration No. 6, Notes tp the Firohe
dal Statements Disclosure; patagraph 81 of GASB
Statement No. 14, The Finansial Repenting
Entity; paeapraphs 4, 26, 42, and 44 and foot~
notes 5 and 16 of GASD Satement 25; para-
graph 2 of GASB Seatement 27; paragraph 4 of
GASB Staemnent No, 31, Aroounting and Finan-
dal Reporiing for Comaln Jnvestments and for Exter.
nal Investment Pools; and patageaphs 106 throngh
109, 140, and 141 and footnares 43 and 44 of
GASH Surement No, 34, Basic Finanda! Soate.
manis—and Management’s Discussion end Analp-
sis~for State and Local Governments, with rogand
v financial reporting for OFES plans,

Public Employee Retirernent Syrtams

12 Many PERS adminiser mare than ong eme
ployze bepiafic plan, including definod benesit
OPEB plans, as well as, for example, defined
benefit pension plany, defined contreibution
plans, and deferred compensation plans, As used
in this Seacoment, the term, public eplopes retire
ment systom vefers to-a state or Jocal povernmen-
tal fiduciary enticy entrusted. with admiinisecring
4 plan (on plang), and not 1o the plan juslf, This
Statement does not address the financial repops
of PERS, exxcept to the oxrone thar the syspems”
reports inglade Snancisl statemnencs for defned

benefic OPEB plans and defined conabution -

plavs, Financal reporring requircments for spe- .
clal-purpose governmants engaged anly in
fiduclary acoivides (including the caquitement

1o present anagrment’s discustion and anslysie, ¢
ot MD&A) ate discussed in Stasement 34, a5

smended

13, When the financial reporr of a PERS in- ~

cludes more than one defined henefie gPEB
plan, the provisions of this Statemeng app sep-
my toeath plen administored, That :’s{? the syy-
rern’s report should present combining financial
smtements and requirsd sehedules for aYl defingd
benefit OPER plans administered by the tys-
tem, If the system adminiscers one or move
sgenpmutiple-employer plang {agent plamg), the
provisions ofthis Statcment apply ax the aggrr-
gate plan Jovel for each plan administarad, The
syseem is not-requited o indude Gnancial state-
mcnty-and scheduler for tht!: individua! plans of
e participating oyens! :

14, The princip;:‘glﬂm'bcd in this paragraph
should be applicd in desecmining whether s
PERS is adminintering 2 single plan of more
than ont plan for which pamgraph 13 tequires
scparate reporting, ,

8. A PERS is adminiseering a single glan if, an
an onpoing basis, all assets accuplared for the
payment of bencfits may legally be used £o pay
bencfing, incuding refunds of member contri-
burions, 10 any of the plan members or benef-
ciaries, a1 defined by the eeems of the plan. If
this eriterion i mer, the plan is considersd a
single plan or financinl reparting even i 11) the

gyseers is required by lew or adminisoadve poli- - |

¢y so maineain sepacate sesarves, fands, o o0

counts for specific groups of plan members,,

employerss, of rypes of bentfits (for example,
reacrve for plan member contributians, a re-~
servc for disbility benefie, or separate accounts
for the conxibutions of state governmen: versus
Jocs] povernment lovers) or (2) sepasnre sc-
tnarial muadm?a?; performed for differans
classer of coverad employres or groups (tens)
within a class becms:h dig;ecm mn!g";butiun
TANES apply for each class or group depend-
inpon agglimhle benefis structures, bescht
formmilas, or other factors,

b, A TERS is administering move than one pio i
iny portion of the rotal stsess sdminimarad by
the system is sccumulated solely for the pay-
ment of benefies co certain clames of smployeos
or to employees of cernin entdies (for example,
public safery emplovecs or stace gaveroment
employees) and may not legally be used pay

* Throuphouc chis Saatemen. the tarme agont mddipieecse
Hloyer plan and apest plan refor 50 the aggrego of the in-
dividual plana of wl participaring smployes, For ageng
plans, references to plan, single plan. sark plan, and o
forh, thould pe proted 1y thag

L
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RESEARCH APPENDIX -
Draft Transfer/Copy Request Form

- Atty’s please complete this form and give to Mike Barman

%€

(Request Made By: _(09-21 -O4 )  (Date: / / )

= 3 . 2 s 3 . 2

O = Please transfér the drafting file for

2003 LRB — 464 & (o the drafting file

e

for 2005 LRB - 0O\l

1 The final version of the 2003 draft and the final Request Sheet will copied on yellow paper, and
returned to the original 2003 drafting file. A new cover sheet will be created/included listing the new
location of the drafting file's “gu

1% Forresearch purposes, because the 2003 draft was incorborated intoa 2005 draft, the complete
drafting file will be transferred, as a separate appendix, to the new 2005 drafting file. This request form
will be inserted into the “guts” of the 2005 draft. If mtroduced thea  =dix will be scanned/added to the

" electronic drafting file folder.

g, e
Vi 5
lease copy tt  “2_ ; 4
/ %
/c v
O
—— [
» ;f ;fi% v/ g
057
1% For researchgrpo the original 2005 dra.. ;‘}/_ 2005
draft, the original d i pied on yellow paper (darkened/atu. bl [added,
as a separate app 005 drafting file. This request form will be . ‘quts” of
the new 2005 draft: duded the appendix will be scanned/added to the electron... file folder.

ng file will then returned, intact, to its folder and filed. For future reference, a

=¥ The original A
request form will also be added to the “guts” of the original draft.

copy of the transfer/cor;

Updated: 08/26/2004



g
zogfz/ BILL

o % w; &
Kg % %&;‘y ‘ kel ”’sﬁ&gj/
{%\ . LiaA %{% <
Vo d et
¢ A
-5 “ & L
S W Y aw )

AN Mumber 66.0603 (3); to renumber and amend 66.0603 (lrr‘f)\(b:‘);

to amend 119.04 (1); and to create 66.0603 (1m) (b) 3. and 66.0603 (3) (b) of

the statutes; relating to: the investment by school districts of funds held in

trust to provide post—-employment benefits.

Current law restricts the manner in which a school district may invest its funds. /
This bill authorizes a school district to invest and reinvest funds that are held in trus% /
solely to provide post-employment benefits in the manner provided under thé
Uniform Prudent Investor Act, which took effect in Wisconsin on April 30, 2004.

The people of the state of Wisconsin, represented in senate and assembly, do
. enact as follows:

66.0603 (Im) (b) 1. A town, city, or village may invest surplus funds in any

bonds or securities issued under the authority of the municipality, whether the bonds

i
i

t
H

Analysis by the Legislative Reference Bureau /



2003 - 2004 Legislature -2- LRB-4642/1

PG:wljirs
BILL SECTION 1
1 or securities create a general municipality liability or a liability of the property
2 owners of the municipality for special improvements, and may sell or hypothecate
3 the bonds or securities. Funds of an employer, as defined by s. 40.02 (28), in a
4 deferred compensation plan may also be invested and reinvested in the same manner
5 authorized for investments under s. 881.01.
6 2. Funds of any school district operating under ch. 119, held in trust for pension
7 plans intended to qualify under section 401 (a) of the Internal Revenue Code, other
8 than funds held in the public employee trust fund, may be invested and reinvested
9 in the same manner as is authorized for investments under s. 881.01. -
10 SECTION 2. 66.0603 (1m) (b) 3:// of the statutes is created to read: |
11 66.0603 (1m) (b) 3. A school district may invest and reinvest funds that are held ?5 fig »
@ in trust, other than funds held in the public employee trust fund, solely to prov1de e wb
AN

‘beneflts in the same manner as is authorized for investments

13) (Postemployme
=)
unders. 881.0 [y o

SECTION 3. 66.0603 (3) of the statutes is renumbered 66.0603 (3) (a).

SECTION 4. 66.0603 (3) (b) of the statutes is created to read:

17 66.0603 (3) (b) In addition to the authority granted under sub. (2), a school
18 district may delegate the investment authority over the funds described under sub.
19 (1m) (b) 3. to an investment manager who meets the requirements and qualifications
20 specified in the trust’s investment policy and who is registered as an investment

21 adviser under 15 USC 80b-3.

22 SEcTION 5. 119.04 (1) of the statutes is amended to read:

23 119.04 (1) Subchapters IV, V and VII of ch. 115, ch. 121 and ss. 66.0235 (3) (0),
24 66.0603 (1m) to (3). 115.01 (1) and (2), 115.28, 115.31, 115.33, 115.34, 115.343,

25 115.345, 115.361, 115.38 (2), 115.45, 118.001 to 118.04,-118.045, 118.06, 118.07,
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2003 — 2004 Legislature ~3- LR?@‘:‘S‘}‘J.?Q

BILL SECTION 5

118.10, 118.12, 118.125 to 118.14, 118.145 (4), 118.15, 118.153, 118.16, 118.162,
118.163, 118.164, 118.18, 118.19, 118.20, 118.24 (1), (2) (c) to (f), (6) and (8), 118.245,
118.255, 118.258, 118.291, 118.30 to 118.43, 118.51, 118.52, 118.55, 120.12 (5) and
(15) to (26), 120.125, 120.13 (1), (2) (b) to (g), (3), (14), (17) to (19), (26), (34), (35) and
(37), 120.14 and 120.25 are applicable to a 1st class city school district and board.

(END)
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Northrop, Lori

From: Langan, Casey

Sent: Friday, February 11, 2005 11:35 AM

To: LRB.Legal

Subject: Draft review: LRB 05-0176/1 Topic: School district investment options

it has been requested by <Langan, Casey> that the following draft be jacketed for the ASSEMBLY:

Draft review: LRB 05-0176/1 Topic: School district investment options
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State of Wisconsin

LEGISLATIVE REFERENCE BUREAU

RESEARCH APPENDIX -

Date Transfer Requested: -02/24/2005 (Per: PG)

- -~ - -

5 The 2005 drafting file for LRB 05-0176/?

has been copied/added to the 2005 drafting file for

LRB 05-2261

U The attached 2005 draft was incorporated into the new 2005 draft listed above. For research purposes, this cover sheet and the
ied, and added, i i dth ion wil b ded,asa

separate appendix, to the electronic drafting file folder.

85" This cover shiuatwas added ta rear of the anginal 2005 drafting fle. The drafting file was then returned, intac, to its folder and filed.




